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To a question whether working papers
and confidential papers in the possession
of accountants are privileged, and whether
or not they are confidential communica
tions, the Institute’s office, with the assist
ance of counsel, has replied, in part, as
follows:

authorizes the Commissioner, by an agent
designated for the purpose, to require the
production of the books and records of
one person bearing upon the tax laibility
of another person under investigation.’ ”

“Communications of public accountants
are not privileged at common law. In a
few states, the accountancy acts specifically
provide that such communications shall
be privileged.

In the February issue of The Spokes
man Mr. James J. Mahon, Jr. comments as
follows:

EXCESS PROFITS TAX ACT

“It is interesting to realize, retrospec
tively, that the Excess Profits Tax Act was
once called ‘a monumental statutory in
comprehensibility.’ That was five years ago.
Accountants who have since worked exten
sively with the law have developed a
profound respect for its almost flawless
logic and the clear-cut pattern with which
it dovetails with the other provisions of
the Internal Revenue. Code Actually, the
Act has turned out to bean amazing piece
of draftsmanship with but few ambi
guities.”

“Williston lists the states which give
privileges to an accountant as Colorado,
Florida, Illinois, Iowa, and New Mexico.
“The Supreme Court of Massachusetts
held in Ipswich Mills v. Dillon, that ac
countants’ working papers are the prop
erty of the accountant, and that he is not
obliged to surrender them to his client.
This does not mean, however, that they
are confidential communications. Our
counsel has advised us in the past that in
the absence of statutory privilege, public
accountants may be required to produce
their working papers under subpoena for
examination by the courts.

RADIO

In the February issue of The Certified
Public Accountant, the American Institute
of Accountants intimates that the voices
of certified public accountants, speaking
as authorities in the field of taxation, may
soon be heard by radio over a nationwide
hook-up.
Jennie M. Palen

“In the Prentice-Hall 1945 Federal Tax
Service, Volume 3, Paragraph 21, 315, we
find the following:

“'Section 1104 of the Revenue Act of
1926 (Sec. 3614 (a) IRC, Par. 21, 302)

IDEA EXCHANGE
By EMILY BERRY, Indianapolis, Ind.
“Any necessary business expense is a
proper deduction for federal income tax
purposes in the year in which the expense
was incurred.”
* * *
A suggestion for legislative committees
is that you make contact with your local
League of Women Voters for speakers on
current legislation.

A member of the Cleveland Chapter
ASWA has submitted the following ques
tion :
“What portion of the costs and ex
penses related to the uncompleted por
tions of war contracts and subcontracts
terminated is a proper deduction for
federal income tax purposes during the
year in which the termination occurred?”

Now that the income tax rush is past,
we trust you will have time to devote to
the Idea Exchange, and will send in some
contributions.

We submitted this question to one close
ly involved with contract and subcontract
termination and federal tax matters, and
received the following reply:
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